FEDERAL ELECTION COMMISSION  WIS0EC -7 P Te Y
WASHINGTON. D.C. 20463
December 7, 2015
MEMORANDUM
To: The Commission
Through: Alec Palmer /47
Staff Director
From: Patricia C. Orrock ‘Qw’
Chief Compliance Officer
Thomas E. Hintermister =\
Assistant Staff Director
Audit Division
Rickida Morcomb A
Audit Manager
By: Rosa Crussiah gM & b
Lead Auditor
Subject: Audit Division Recommendation Memorandum on the Oklahoma

Democratic Party (ODP) (A12-06)

Pursuant to Commission Directive No. 70 (FEC Directive on Processing Audit Reports),
the Audit staff presents its recommendations below and discusses the findings in the
attached Draft Final Audit Report (DFAR). The Office of General Counsel has reviewed
this memorandum and concurs with the recommendations.

Finding 1. Misstatement of Financial Activity

The Audit staff determined that for 2011, ODP understated its beginning cash
balance by $7,537. ODP also understated its receipts by $6,977 and disbursements
by $12,759. For 2012, ODP understated its receipts by $12,899 and disbursements
by $10,450. Subsequent to the exit conference, ODP amended its reports and
materially corrected its misstatements for 2011, but not for 2012. In response to
the Interim Audit Report recommendation, ODP filed amended disclosure reports
that materially corrected the 2012 misstatements. ODP had no additional
comments in response to the DFAR.

The Audit staff reccommends that the Commission find that ODP misstated its
financial activity for calendar years 2011 and 2012.



Finding 2. Misstatement of Financial Activity - Levin Fund

The Audit staff determined that for 2011, ODP understated its beginning Levin
cash balance by $5,705. ODP also understated its Levin receipts by $6,015 and its
Levin disbursements by $8,624. For 2012, ODP understated its Levin receipts by
$31,000 and its Levin disbursements by $15,422. In addition, ODP overstated its
Levin ending cash balance for 2012 by $3,984. In response to the Interim Audit
Report recommendation, ODP filed amended disclosure reports that did not
materially correct the Levin misstatements for 2011 or 2012. However, in its
subsequent response to the DFAR, ODP filed amended disclosure reports that
materially corrected the Levin misstatements.

The Audit staff recommends that the Commission find that ODP misstated its
Levin activity for calendar years 2011 and 2012,

Finding 3. Reporting of Debts and Obligations

The Audit staff determined that ODP failed to report debts and obligations owed to
five vendors totaling $56,387 on Schedule D (Debts and Obligations). Subsequent
to the exit conference, ODP amended its reports to correctly disclose $17,953 of
these debts and obligations previously not reported on Schedule D. In response to
the Interim Audit Report recommendation, ODP filed amended disclosure reports
that materially corrected the remaining debts. ODP had no additional comments in
response to the DFAR.

The Audit staff recommends that the Commission find that ODP failed to disclose
debts and obligations totaling $56,387 on Schedule D.

Finding 4. Recordkeeping for Employees

For the period covered by the audit, ODP did not maintain monthly payroll logs or
equivalent records, as required, to document the percentage of time each employee
spent in connection with a federal election. For 2011 and 2012, ODP did not
maintain monthly logs for $201,551 in payroll reported on Schedule H4 (Payments
for Allocable Expenses). There was no payroll paid exclusively with non-federal
funds.

Subsequent to the audit and as stated in the DFAR, ODP filed amended reports
disclosing the entire payroll of $201,551 as federal election activity. The Audit
staff verified that ODP had not made the transfers from its non-federal account to
cover the $201,551 now reported as 100 percent federal election activity. As such,
no further action was necessary with respect to the payroll totaling $201,551 and
paid with 100 percent federal funds.'

The Audit staff recommends that the Commission find that ODP failed to maintain
monthly payroll logs totaling $201,551 to document the percentage of time each
employee spent in connection with a federal election.

' On November 28, 2012, the Commission concluded, by a vote of 5-1, that [ 1 C.F.R 106.7(d)(1) does
require committees to keep a monthly log for employees paid exclusively with federal funds. Exercising its
prosecutorial discretion the Commission decided not to pursue recordkeeping violations for employees paid
with 100% federal funds and reported as such.



ODP did not request an audit hearing.

If this memorandum is approved, a Proposed Final Audit Report will be prepared within
30 days of the Commission’s vote.

In case of an objection, Directive No. 70 states that the Audit Division Recommendation
Memorandum will be placed on the next regularly scheduled open session agenda.

Documents related to this audit report can be viewed in the Voting Ballot Matters folder.
Should you have any questions, please contact Rosa Crussiah or Rickida Morcomb at 694-
1200.

Attachment:
- Draft Final Audit Report of the Audit Division on the Oklahoma Democratic Party

cc: Office of General Counsel



Draft Final Audit Report of the
Audit Division on the Oklahoma

Democratic Party’
(January 1, 2011 - December 31, 2012)

Why the Audit

Was Done

Federal law permits the
Commission to conduct
audits and field
investigations of any
political committee that is
required to file reports under
the Federal Election

About the Committee (p.2)
The Oklahoma Democratic Party is a §tate party committee

headquartered in Oklahoma City, Qj#hbipa. For more information,
see the chart on Committee O tion, p. 2.
/
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Financial A%%f'fy (p.3)

¢ Receipts ,f,-

Campaign Act (the Act). o Contn s)‘rom ln |duals " $ 252,651

The Commission generally o Contribution¥] r4

conducts such audits when a Committees 144,946

committee appears not to C 'Other

have met the threshold Thsty. % 289,642

requirements for substantial i ?‘lﬁres 416

compliance with the Act.? ) Trénsfersf- - = federll &

The audit determines Levu; Fupt ] ¥ 119,124

whether the committee | Total Rece,% & $ 806,779

complied with the g;./ Dlsbursemgnts

limitations, prohibitic =~ o Operamfg, Expenditures $ 803,118

disclosure requirements - # T-ansfers# A ffiliated/Other Party

the Act. —mitges 7,000

/ _ . = Election Activity 17,219

usé 2o Other Disbursements . 350

—ﬁ: .t s:: ::;I # 1 Disbursements $ 827,687

initiate a rcement

action, at ;ﬁ{; me, with ”/ ¢ ‘Levin Receipts ii;%zsi

discussed in this

respect to any O %_attcrs ,;f * Levin Disbursements

Findings and Recommendations (p. 4)
Misstatement of Financial Activity (Finding 1)
Misstatement of Financial Activity - Levin Fund (Finding 2)
Reporting of Debts and Obligations (Finding 3)
Recordkeeping for Employees (Finding 4)

' On May 18, 2011, the Commission received a Statement of Organization from the Democratic Party of
Oklahoma officially changing its name to Oklahoma Democratic Party.

? 52U.5.C. §30111(b).



Draft Final Audit Report of the
Audit Division on the
Oklahoma Democratic Party

(January 1, 2011 - December 31, 2012)
//‘4"""'4.

/éﬁ?ﬁ
..,."::.
- '-I:". -
7
%
%
' w52, %
] 7 d
7
. 3 ety
P ) »
4
~ 7
F

g
&




Table of Contents

Part I. Background
Authority for Audit
Scope of Audit
Commission Guidance

Part II. Overview of Committee
Committee Organization
Overview of Financial Activity

Part III. Summaries

Findings and Recommendations i,;//“

y

Z
2,

55

Part IV. Findings and Recommendati ’ s,

Finding 1. Misstatement of Financial Activity
Finding 2. Misstatement of Finangial Activity -
Finding 3. Reporting of Debts ané{f;'@%é@tions

Finding 4. Recordkeeping for Emplt

"7

3,
W
4 . %,
! 7 .'4;,
7
-

o

N,
R
B

w

o

‘_fri].l —~d
7
'},-4.'

Page



Part 1
Background

Authority for Audit

This report is based on an audit of the Oklahoma Democratic Party (ODP), undertaken by
the Audit Division of the Federal Election Commission (the Commission) in accordance
with the Federal Election Campaign Act of 1971, as amended (the Act). The Audit
Division conducted the audit pursuant to 52 U.S.C. §30111(b), which permits the
Commission to conduct audits and field investigations of any political committee that is
required to file a report under 52 U.S.C. §30104. Prior to conducting any audit under this
subsection, the Commission must perform an internal review o s filed by selected
committees to determine if the reports filed by a particular ¢ ittee meet the threshold

requirements for substantial compliance with the Act. 5™ “ES. 1111(b).
Scope of Audit ,,, :
Following Commission-approved procedures, 6d|t staff evalu v usrisk

factors and as a result, this audit examined:

1. the disclosure of individual contributors’ 0 on ame ofemp

2. the disclosure of disbursements, debts and obh #

3. the disclosure of expenses allocat,ed between federé n-federal, and Levin
accounts; ,

4. the consistency between reported { __ k recoraﬁ? / /

S. the completeness of records; and %

%
6. other committee operations necessary (g
/,';

Jh

s

%
rd

\\
x:i*‘ ‘\

Commission (-uldancﬁ
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Request for Early ¢ « mmissio f‘Conslderatlo zof a Legal Question

Pursuant to the Commll? em Estabhshmg a Program for Requesting
ConsideratigtiafEiral Qu _v 1s by i mission,” several state party committees
unafﬁll { with ( %nest rly consnderatlon of a legal question raised during
audlgsf,gb ering the 201 Aection Citle’ Specifically, the Commission addressed whether
monthly 'ﬁ;ne logs under CFR § 106. 7(d)(1) were required for employees paid with 100
percent fedépr  nds. :z/':

The Commis- . «- -lud’, by a vote of 5-1, that 11 CFR §106.7(d)(1) does require
committees to ket * u ) thly log for employees paid exclusively with federal funds.
Exercising its prosecf forial discretion, however, the Commission decided it will not
pursue recordkeeping violations for the failure to keep time logs or to provide affidavits
to account for employee salaries paid with 100 percent federal funds and reported as
such. The Audit staff informed ODP representatives of the payroll log requirement and
of the Commission’s decision not to pursue recordkeeping violations for failure to keep
payroll logs for salaries paid and correctly reported as 100 percent federal. This audit
report does not include any findings or recommendations with respect to ODP employees
paid with 100 percent federal funds and reported as such.




Part II

Overview of Committee

Committee Organization

Important Dates

e Date of Registration October 9, 1984

e Audit Coverage January 1, 201} December 31, 2012
Headquarters Oklahom .} klahoma

Bank Information

e Bank Depositories

One 7%, * 2
The€e Federal; One Noéd

¢ Bank Accounts 1; One
B3 y ya
Treasurer 1 i, 7
o Treasurer When Audit Was Conducted Di .RBySell
e Treasurer During Period Covered by <. Donna Rt ,ll May 14, 2011 - Present
: .| Linda Gray#fi  March 20, 2008 -
o M 2011
Management Information Y | x ral
¢ Attended Commission ( .., nFinance % fﬁ.,
Seminar 2, %F #
e Who Handied Accef  3and)/ Paid Stafl
Recordkeeping Task: % ’2;4!

e



Overview of Financial Activity

(Audited Amounts)
Cash-on-hand @ January 1, 2011 $ 28,041
Receipts
o Contributions from Individuals 252,651
o Contributions from Political Committees 144,946
o Transfers from Affiliated/Other Party 289,642
Committees -
o _Offsets to Operating Expenditures 4 "416
o Transfers from Non-federal & Levin Funds . . 119.124
Total Receipts /4? . 179
Disbursements F, e, S
o Operating Expenditures & ")
o Transfers to Affiliated/Other Party 7 .,
Committees b, k4
o Federal Election Activity i 17,219
o Other Disbursements . 350
Total Disbursements : i < 327,687
Cash-on-hand @ December 31, 2012 2 $ 7,133
Levin Cash-on-hand @ Januarv 1,2011 7% .. ' $10,705
Total Levin Receipts »; ’4’}% 4 $54,222
Total Levin Disbursemgts i $63,754
Levin Cash-on-hand‘@Bievs mbar 31. 2012 ’?, : $1,173
| 4




Part III
Summaries

Findings and Recommendations

Finding 1. Misstatement of Financial Activity

During audit fieldwork, a comparison of ODP’s reported financial activity with bank
records revealed a misstatement for the beginning cash balance in 2011 and receipts and
disbursements in 2011 and 2012. Beginning cash on January 1, 1 was understated by
$7,537. For 2011, ODP understated its receipts by $6,977 an dls'bursements by
$12,759. In 2012, ODP understated its receipts by $12,§% lisbursements by
$10,450. Subsequent to the exit conference, ODP amen ts rts which materially
corrected the misstatements for 2011, but not for 2012 It responsé 1€ Interim Audit
Report recommendation, ODP filed amended dlscloml‘é’ reportsthat . [y corrected
the misstatements for 2012, '
(For more detail, see p. 6.)

R
.
o‘t'?‘..'-i-":"\"

Finding 2. Misstatement of Finaneial Activity Levin

Fund ]

During audit fieldwork, a comparison .f ( ) -ported -~ , :tivity with bank records
revealed a misstatement of its cash bal wee - nd dlsbl nents for 2011 and
2012 Levin activity. For 2011, ODP .- rstatg/g:rf?% celpts by $6,015 and its
Levin disbursements by $8762+ The begmﬁmﬁ cashb for the Levin account in
2011 was also unders fed b- $4. 705. In 2012 ODP understated its Levin receipts by
$31,000 and its Lewn/ﬁq;bur ~nents by $15 422 The ending cash balance for 2012 was

overstated by $3,984. 16 - L. . ntermi’Kudlt Report recommendation, ODP
filed amenc .. henove o =:::-.-:g/§?j/t‘eports did not materially correct the Levin
misstateme:- o

(For "2 detail, see’fré .
Findix(ﬂifa Reporting of Debts and Obligations

During audit ﬁqldwork the; 7% udlt staff determined that ODP failed to report debts and
obligations owét: . "se veiidors totaling $56,387 on Schedule D (Debts and
Obligations). St -2 & 1o the exit conference, ODP amended its reports which
correctly disclosed 3%653 in debts and obligations previously not reported on Schedule
D. In response to thé Interim Audit Report recommendation, ODP filed amended
disclosure reports that materially corrected the debt reported on Schedule D.

(For more detail, see p. 11.)

Finding 4. Recordkeeping for Employees

During audit fieldwork, the Audit staff determined that ODP did not maintain-any
monthly payroll logs, as required, to document the percentage of time each employee
spent in connection with a federal election. For 2011 and 2012, the Audit staff originally
identified payments to ODP employees totaling $201,551, for which ODP did not
maintain monthly payroll logs. This consisted of payroll which was allocated with
federal and non-federal funds. There was no payroll paid exclusively with non-federal



funds. Subsequent to the exit conference, ODP amended its reports to disclose $79,437
of the employees salaries, previously reported as allocated expenses, as 100 percent
federal expenses.

The Audit staff verified the change in ODP’s amended reports, and in light of the
Commission’s guidance with respect to recordkeeping for employees paid with 100
percent federal funds and reported as such, the Audit staff concluded that no further
action was necessary with respect to recordkeeping for the $79,437 in employees salaries.

In response to the Interim Audit Report recommendation, ODP amended its reports to
disclose $111,603 of the employees salaries, previously reported as allocated expenses, as
100 percent federal expenses. The Audit staff could not identi Zh’@;emammg employee
salaries totaling $10,511 ($201,551 - $79,437 - $111,603) on /5!1 amended reports. ODP
also stated it has implemented procedures to ensure that t1 1s are maintained for
any employee who is paid in whole, or in part, with non eral ) ODP complied
with the Interim Audit Report recommendation by lmlg;mtntmg a 5 » maintain
payroll logs in the future.
(For more detail, see p. 12.) y .
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Part IV ‘
Findings and Recommendations

[Findingﬁ 1. Misstatement of Financial Activity

Summary

During audit fieldwork, a comparison of ODP's reported financial activity with bank
records revealed a misstatement for the beginning cash balance in 2011 and receipts and
disbursements in 2011 and 2012. Beginning cash on January 1, 2011, was understated by
$7,537. For 2011, ODP understated its receipts by $6,977 and itsjsbursements by
$12,759. In 2012, ODP understated its receipts by $12,889 angd4fs disbursements by
$10,450. Subsequent to the exit conference, ODP amended, orts which materially
corrected the misstatements for 2011 but not for 2012. the Interim Audit

spoi ’

Report recommendation, ODP filed amended disclos /e orts rially corrected
the misstatements for 2012. /'9 P,
Legal Standard %,
Contents of Reports. Each report must dlscl- 4&4//’” vd
e the amount of cash-on-hand at the beginning an¢ * e reporting period;
e the total amount of receipts for thé ~  ing perioc r the calendar year;
e the total amount of disbursements .= *".-  rting penot. -  or the calendar year;
and %, N
e certain transactions that require xtemlzfanon ?ﬂ/é/ (Itemlzed Receipts) or
Schedule B (Itemxzeg,zﬁgu *sements). 6,2, S.C 04(b)(l), (2), (3), (4) and (5).
-';j-
Facts and Analy.l; $
l‘fr,jo,’.} %’,{:V
A. Facts . 4
As part of, audltﬁt' i rk . A nciled ODP’s reported financial activity
with ltﬁ’bank records” jf/BOl 1 %,201 2. The reconciliation identified that ODP
mlsstatgd,ns cash s for2011 and 2012. The following

charts outﬁne the dlscrepaﬁ es between ODP’s disclosure reports and its bank records,
and the succéec.- paragmﬁs explain why these dlscrepancles occurred.

2011 Commitiue A
G Reported Bank Records Discrepancy

Beginning Cash Balance @ $20,504 $28,041 $7,537
January 1, 2011 Understated
Receipts $305,062 $312,039 $6,977
Understated
Disbursements $310,126 $322,885 $12,759
. Understated
Ending Cash Balance @ $15,490° $17,195 $1,705
December 31, 2011 Understated

* ODP miscalculated its ending cash balance by reporting a beginning cash balance in one report different
than the ending cash balance of the previous report. This created a mathematical discrepancy of $50.



The beginning cash balance was understated by $7,537 and is unexplained but likely
resulted from prior period discrepancies.

The understatement of receipts resulted from the following:

Contributions from individuals not reported + $1,765

Transfers from Levin/Non-federal accounts not reported

and amount incorrectly reported + 5,602
e Reported contributions from individuals not supported by

deposit - 39

Net Understatement of Receipts + ___ $6977

A

The understatement of disbursements resulted from the follow%. \
Bank fees, other disbursements and cash withdraw, ported + $2,443
Payments for insurance, event expenses, phone

financial services, and taxes not reported . /% + 6,740
Payments for salaries and wages not reported#%z, ' 1,591
Contribution refunds not reported ,ff ) 5,010
Reported payments for taxes, consultgnf’,é};} phonéigervices, '
and other disbursements not supported by &+ -« .:!?ﬂepit " 3.025
Net Understatement of Disbursements + __ $12.759
The $1,705 understatement of the endingx alance resiflfs.  m the misstatements
described above. %, LT
%, )
2012 Committee Activity,, 7
*,;:-;”” *  Repored % | Bank 1« rds Discrepancy
Beginning Cash Bg/ld,}n S ’}/ $17,195 $1,705
January 1,2012 % | % Y Understated
Receipts e, - $494,740 $12,889
. , Understated
Disbi - -erie - $494,352 $504,802 $10,450
g i > Understated
Endii _( '%Balance @ ,;/E. " $3,670° $7,133 $3,463
December 312, - Understated

The understatt -::_:%fﬁ?ﬁns resulted from the following:
o ¢ - -

¢ Contribution§Jfom individuals not reported . + $5,387
e Transfers fro Non-federal account not reported + 13,135
e Reported offsets not supported by deposit - 6,005
o Unexplained differences + 372
Net Understatement of Receipts + 812,889

The understatement of disbursements resulted from the following:
o Bank fees and credit card payments not reported + $4,112

* ODP miscalculated its ending cash balance by reporting a beginning cash balance in one report different
than the ending cash balance of the previous report. This created a mathematical discrepancy of $681.




e Payments for rent, insurance, event expenses, telephone services,

taxes and other disbursements not reported + 15,494
Payments for salaries & wages not reported + 6,272
Contribution to a political party and travel reimbursement
not reported + 2,180
Transfer to Non-federal account not reported + 500
Reported bank fees, credit card and tax payments not supported
by a check or debit - 5,495
¢ Reported payment for salaries and wages not supported by a
check or debit - 1,442
e Reported payments for office supplies, shipping, telephon ¥,
consulting services, and other disbursements not supj g ”y
a check or debit - 11,171
Net Understatement of Disbursements }.e;/ ' + __$10450
The $3,463 understatement of the ending cash bala}%resphed frorrf%j-’ “sstatements
described above. o
A, Y #
B. Interim Audit Report & Audit Division Recbygm n ./ﬁlon V-4
The Audit staff discussed the misstatements with OB :-3resentatives at the exit

conference. ODP representatives stat%,d that they wou -?gond after having time to
review each issue. The Audit staff proﬁ workpapers ng all misstatements of
financial activity to ODP representatwesla /, exit con% Subsequent to the exit
conference, ODP filed amended reports tﬁgt ma Siglly correc d its financial activity for
2011. For 2012, ODP ﬂle _?mendcd report; by “did @&’tema]ly correct its financial

activity. The amended; is¢. not precl Je this mattér from the audit report because
the amendmentsv - da -riae notlﬁcatlﬁp of the audit.

_-; i’
The Interim Audlt Repo% W that Oﬁ’ amend its disclosure reports to correct
the remair ,* 1" ~-. ;ement&3inted a ;g’fm 2, and adjust the cash-on-hand balance
as ncces,sa «  2cen %notmg that the adjustment is the result of prior-

perlod audlt adjustme  #Thel Audit Report further reccommended that ODP
reconcnléjhe ending casfés. and ffance of its most recent report to identify any
subsequenit:gh:. - epancnes t%+ nay affect the recommended adjustment.

C. Committeé" t&sponse to Interim Audit Report

In response to the nﬁuﬁ( Audit Report recommendation, ODP filed amended disclosure
reports for 2011 and}ﬁl 2 that materially corrected the misstatements.

Finding 2. Misstatement of Financial Activity - Levin
Fund

Summary

During audit fieldwork, a comparison of ODP’s reported Levin activity with bank records
revealed a misstatement of its cash balance, receipts and disbursements for 2011 and
2012 Levin activity. For 2011, ODP understated its Levin receipts by $6,015 and its
Levin disbursements by $8,624. The beginning cash balance for the Levin account in



2011 was also understated by $5,705. In 2012, ODP understated its Levin receipts by
$31,000 and its Levin disbursements by $15,422. The ending cash balance for 2012 was
overstated by $3,984. In response to the Interim Audit Report recommendation, ODP
filed amended reports; however, the amended reports did not materially correct the Levin
misstatements:

Legal Standard

Contents of Levin Reports. Each report must disclose:

o The amount of cash-on-hand for Levin funds at the beginning and end of the
reporting period;

e The total amount of Levin fund receipts and disbursements (including allocation
transfers) for the reporting period and for the calendar year;.

e Certain transactions that require itemization on Schedul (Itemized Receipts of
Levin Funds) or Schedule L-B (Itemized Disbursem : . Funds). 11 CFR
§300.36 (b)(2)X(B).

Facts and Analysis #.s/ -

7

A. Facts -'//" i %, g

As part of the audit fieldwork, the Audit staff reconcl »§ reported Lévin fund

financial activity with its Levin bank, records for 201 12. The reconciliation

identified that ODP misstated its cash hces, recelpts af,  bursements for 2011 and

2012. The following charts outline the les betwe ¢ lpP disclosure reports

and its Levin bank records, and the succé'g,dmg pgu % s expiain why these

discrepancies occurred. %, g

i,

2011 Commlttee lavin \m\ Il&

: . Reported _[“Bank Records Discrepancy

Beginning Cash $10,705 $5,705

January 1, ;2/}2 f Understated

Recei - #77 ., $17,207 $23,222 $6,015

- - Understated

DisBu -wic s =20,583 $29,207 $8,624

d Understated

Ending C lf:ﬁ,l,ance @ $4,720 $4,720 $0
December 31, 2 %J

The beginning cash ce was understated by $5,705 and is unexplained but likely
resulted from prior penod discrepancies.

The understatement of receipts resulted from the following:

e Transfer from a Federal account not reported + $1,015
¢ Contribution from an individual not reported : + 5,000
Understatement of Levin-funds Receipts + __ $6015

5 ODP miscalculated its ending cash balance by reporting a beginning cash balance in one report different
than the ending cash balance of the previous report. This created a mathematical discrepancy of $3,096.



The understatement of disbursements resulted from the following:

10

Ny

Transfer to a Federal account not reported + $5,600
Transfer to the Non-federal account not reported + 2,009
e Payment to a vendor not reported + 1,015
Understatement of Levin-funds Disbursements + 38,624
2012 Committee Levin Activity
Reported Bank Records Discrepancy
Beginning Cash Balance @ $4,720 $4,720 ' $0
January 1, 2012
Receipts $0 $31,000 $31,000
Understated
Disbursements $19,125 $3a s/" $15,422
e Understated
Ending Cash Balance @ $5.157° s $3,984
December 31, 2012 L, ; Overstated
a3 %
The understatement of receipts resulted from ;heyff/qjlowml. ’
e Contributions from individuals not reporte& w  $30,000
e Receipt not reported + 1,000
Understatement of Levin-fun.* léeceipts - + ___$31,000
The understatement of disbursements [ : foll 'é/
e Payments for event expenses and'&_g_,nk | + $10,015
e Transfers to a Fi count not K’;pzred - + 14,969
® Reported trangfe deral accofin t reported twice and
not suppoﬂ% a checﬁr debit %, - 4,562

¢ Reported payr% dor rcporta?tée and
not sup orted by ¢
ﬂ%’ﬁ’;}un enf%‘nl I« vm-fu%'/ Disbursements

."IJ

The $39§4 oversta .U
descnbed.'fg . p4

B. Interim \IIdi_t/RCpOll & Audit Division Recommendation
The Audit staff& seg "

- 5000

+ 315422

gné cash balance resulted from the misstatements

"evin fund misstatements with ODP representatives at the

exit conference. OF P'&'epresentatlves stated that they would respond after having time to
review each issue. The Audit staff provided workpapers detailing the misstatements of
Levin fund financial activity to ODP representatives after the exit conference.

The Interim Audit Report recommended that ODP amend its disclosure reports to correct
the Levin misstatements noted above, and adjust the Levin cash balance as necessary on
its most recent report, noting that the adjustment is the result of prior-period audit
adjustments. The Interim Audit Report further recommended that ODP reconcile the

¢ ODl; miscalculated its ending cash balance by reporting a beginning cash balance in one report different
than the ending cash balance of the previous report. This created a mathematical discrepancy of $19,562.
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Levin cash balance on its most recent report to identify any subsequent discrepancies that
could affect the recommended adjustment.

C. Committee Response to Interim Audit Report

In response to the Interim Audit Report recommendation, ODP filed amended disclosure
reports; however, ODP did not materially correct any Levin activity. The amended
disclosure reports only included Schedule L (Aggregation Page: Levin Funds) with zero
balances. ODP did not file any Schedule L-A (Itemized Receipts of Levin Funds) or
Schedule L-B (Itemized Disbursements of Levin Funds), as required to correct the Levin
misstatements. As such, ODP did not fully comply with the Interim Audit Report
recommendation.

S -

.

| Finding 3. Reporting of Debts and OM?S

Summary

During audit fieldwork, the Audit staff determmed"ihat ODP failedto ts and
obligations owed to five vendors totaling $56A18§//,9n Schedule D (Debts

Obligations). Subsequent to the exit conference, O, /P amggided its reports yﬁfuch
correctly disclosed $17,953 in debts and obligations ly not reported on Schedule
D. Inresponse to the Interim Audit R_,;port recomme;a%% ODP filed amended
disclosure reports that materially corrél debt report ~ eduleD.

Legal Standard ’g r 4
A. Continuous Reportl qulred A pQ_lltlQﬂl comm?e must disclose the amount
and nature of outstand 65 s:and obhgatl s until those debts are extinguished.
52US.C. §30104(b3 (fonnet’lf{ 2US.C. §434(b)(8)), 11 CFR §§104.3(d) and
104.11(a). “i 7 Ve
“

B. Itemizing Debis .m-l u|-|| TR ’
. Once tan éo days from the date incurred, a debt of $500 or less
%y; 5 be reported exted ly scheduled report.

Ify;xceedmg $51 Jast b ¢tlisclosed in the report that covers the date on which

the débf w - incurre: CFR §104.11(b).
2z

Facts and Ang;yus ;77/

A. Facts »

During audit fieldwork, the Audit staff reviewed disbursement records and disclosure
reports for proper reporting of debts and obligations. This review identified debts owed
to five vendors totaling $56,3877 that ODP failed to report on Schedule D. Of these
debts, $24,848 was owed to a credit card company; $17,953 was owed to two vendors
relative to catering charges for a single event; $7,188 was owed to a printing company;
and $6,398 was owed for the rental of a facility for an event in April 2012. These debts
were outstanding for a range of 45 to 227 days from invoice to payment date. As of

7 Each debt in this amount was counted once, even if it required disclosure over multiple periods. In order
for ODP to correctly file amended reports, schedules were provided that included the amount of each debt
required to be reported for each reporting period.
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December 31, 2012, $24,708 of this debt remained outstanding. ODP did not report any
debt on Schedule D during the audit period.

B. Interim Audit Report & Audit Division Recommendation

The Audit staff discussed the reporting of debts and obligations with ODP representatives
and provided schedules detailing the transactions requiring disclosure. ODP
representatives had no comments on this matter. Subsequent to the exit conference, ODP
filed amended reports to correctly disclose $17,953 in debts and obligations on Schedule
D; thus leaving $38,434 to be itemized on Schedule D. The amended reports did not
preclude this matter from the audit report because the amendments were filed after
notification of the audit.

The Interim Audit Report recommended that ODP provide ¢ entation demonstrating
that the remaining $38,434 in debts and obligations disc -« did not require
reporting on Schedule D.

C. Committee Response to Interim Audit Rep

In response to the Interim Audit Report recomméhdation, ODP filed an % closure
reports that materially corrected the committe€*é% J losurg gj debts and ob @%zns
ODP reported a total of $43,490 of the $56,387 in déi Bligations onSchedule D.

..

| Finding 4. Recordkeeping fo’y&m ployeés s J
Summary ’5/,. -
During audit ﬁeldwork% jt staff deteﬁﬁmed tt .Y did not maintain any
monthly payroll I¢ . uiréd: to documen; the percentage of time each employee
spent in connectio® -tk .y fede “election. Foﬁgz})ll and 2012, the Audit staff originally
identified payments to o1:.- a i lm 201,551, for which ODP did not
maintain n . oMl {#d of payroll which was allocated with
federal ant /ﬁ ere was no payroll paid exclusively with non-federal
fun - S sequentto - tc %nce, ODP amended its reports to disclose $79,437
oft . .|;- oyees salari¢ lousffreported as allocated expenses, as 100 percent

federal expér - s.

The Audit sta v?ied the ange in ODP’s amended reports, and in light of the
Commission’s- gui Aith respect to recordkeeping for employees paid with 100
percent federal funds;,lihd reported as such, the Audit staff concluded that no further
action was necessary with respect to recordkeeping for the $79,437 in employees salaries.

In response to the Interim Audit Report recommendation, ODP amended its reports to
disclose $111,603 of the employees salaries, previously reported as allocated expenses, as
100 percent federal expenses. The Audit staff could not identify the remaining
employees salaries totaling $10,511 ($201,551 - $79,437 - $111,603) on the amended
reports. ODP also stated it has implemented procedures to ensure that time sheets are
maintained for any employee who is paid in whole, or in part, with non-federal funds.
ODP has complied with the Interim Audit Report recommendation by implementing a
plan to maintain payroll logs in the future.
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Legal Standard
Maintenance of Monthly Logs. Party committees must keep a monthly log of the
percentage of time each employee spends in connection with a federal election.
Allocations of salaries, wages, and fringe benefits are to be undertaken as follows:
e employees who spend 25 percent or less of their compensated time in a given
month on federal election activities must be paid either from the federal account
or be allocated as administrative costs; .
e employees who spend more than 25 percent of their compensated time in a given
month on federal election activities must be paid only from a federal account; and,
e employees who spend none of their compensated time in a given month on federal

election activities may be paid entirely with funds that comply with state law. 11
CFR §106.7(d)(1).

P
Facts and Analysis 4
A. Facts ,f/,/:r', ,

During audit fieldwork, the Audit staff reviewed dfébursements for p. }. ODP did not
maintain any monthly payroll logs or equwalenff.;acords to,,document the % tage of
time each employee spent in connection with'a ele . These log' required
to document the proper allocation of federal and non‘f pdéral funds used to pay employee
salaries and wages. For 2011 and 20} 2, ODP did not 1 ly maintain monthly logs for

$201,551% in payroll.’ This amount u{g S payroll for erff yees initially reported on
Schedule H4 (Payments for Allocable and paid w allocation of federal
and non-federal funds during the same m"@nth no yroII paid exclusively

with non-federal funds.
”//” e

3 \,f it Dmslox{)!ecommendatlon

The Audit staff di the reghrdkeeping re ment with ODP representatives

during the audit fieldw: mf;%; e. ODP representatives asked

questions fo;,c é/}ifgatlon . iid’respond after having time to review this

issue. Sul équ %f/ exit® ference, ODP representatives responded that these

payrou ykpendltures ITO! e@%lﬁy:cported as shared federal/non-federal activity,

B. Interim Audit

instead 6? deral actnvntf ly. Fu ODP representatives stated that they plan to
correct this? mor by compfé fensively amending ODP’s reports and disclosing these
expendltures as,stnctly fedeml actlvxty Subsequent to the exit conference, ODP filed
amended repotts nsclo $79 437 in payroll on Schedule B, Line 30b (Federal
Election Activity i{?ﬁrely with Federal Funds); thus, leaving $122,114 still on .
Schedule H4. The 1t staff verified that ODP had not made the transfers from its non-
federal account to cdver the $79,437 now reported as 100 percent federal election
activity. As such, no further action was recommended with respect to the payroll totaling
$79,437 paid with 100 percent federal funds.'® The amended reports did not preclude this

% This amount includes unreported salary payments totaling $7,172 to employees that also received other
salary payments during the audit period that were reported on Schedule H4. This amount is $1,111
higher than the $200,440 salary presented in LRA 978 due to calculations based on salary transactions
reported on Schedule H4 rather than salary transactions in ODP’s database.

® This total does not include payroll for employees paid with 100 percent federal funds and reported as
such (see Part I, Background, Commission Guidance, Request for Early Commission Consideration of a
Legal Question, Page 1). Payroll amounts are stated net of taxes and fringe benefits.

19 See Part I, Background, Commission Guidance, Request for Early Commission Consideration of a Legal
Question, Page 1.
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matter from the audit report because the amendments were filed after notification of the
audit.

The Interim Audit Report recommended that ODP provide evidence that it maintained
monthly time logs to document the percentage of time an employee spent in connection
with a federal election; or implement a plan to maintain monthly payroll logs in the future
for the remaining $122,114 in payroll reported on Schedule H4.

C. Committee Response to Interim Audit Report
In response to the Interim Audit Report recommendation, ODP filed amended reports
disclosing $111,603 in employees salaries, previously reported as allocated on Schedule

B as 100 percent federal expenses. ODP’s amended reports do isclose the remaining
$10,511($201,551 - $79,437 - $111,603) in salaries. This ai includes unreported
salaries totaling $6,272 for calendar year 2012 from Findi ipg age 6, and $4,239 in
employee salaries that was previously reported on Sched e H4.4 provided no
additional explanation on the amended reports. Th juglt'slaff verf  1at ODP had not
made the transfers from its non-federal account tg gover the payroll n irted as 100
percent federal election activity. _ ,

In addition, ODP stated that it has implemented p & Ensure that tit’nye sheets are

maintained for any employee who is paid in whole, o' L, with non-federal funds. As
such, ODP has complied with the Intér. K. 5 idit Report r mendation by

implementing a plan to maintain mont -i: &y« )gs in the 4
-?5:’4 -y_;;J.“
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